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CONFIDENTIAL MUSCAT 544 


E.O. 11652: GDS 
TAGS: EFINMU 
SUBJECT: OMANI FINANCES 

REF: MUSCAT 515 

SUMMARY: GOVERNMENT HAS SUDDENLY TAKEN PAINS TO BRIEF EMBASSY 
ON SUCCESSES IT IS SCORING TO GET ON TOP OF ITS FINANCIAL 
CRISIS-THE ONE IT PUBLICLY HAS REFUSED TO ADMIT. OMANI 
PURPOSE IN THUS FAVORING US WITH SUCH INFORMATION JUST NOW 
IS UNCLEAR, BUT PARA 5 SUGGESTS A FEW POSSIBLE REASONS. 

END SUMMARY. 

1. AMBASSADOR ON MAY 10 WAS CALLED IN BY QWSS ZAWI WHO SAID 
HE WAS INSTRUCTED BY SULTAN QABOOS TO PROVIDE, FOR WASHINGTON'S 
BENEFIT, BRIEFING ON OMANGOV S IMPROVED FINANCIAL OUTLOOK AS 
COMPARED TO THREE MONTHS AGO. ZAWAWI, SPEAKING IN CAPACITY AS 
VICE CHAIRMAN OF FINANCIAL AFFAIRS COUNCIL, REMARKED THAT 
EMBASSY DOUBTLESS KNEW SOMETHING OF THIS SITUATION, OF GOVT’S 
NEGOTIATIONS WITH BRITISH BANKS, AND OF REPORT PREPARED BY 
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COUNCIL HAD BEEN BUSY REVIEWING CONTRACTS AND MINISTERIAL BUDGETS. 
IT HAS SUCCEEDED IN NEGOTIATIN GV ANY ALTERATIONS. IN TERMS 
OF OMANI RIALS, IT HAS MANAGED TO REDUCE COMMITMENTS ON GOVT'S 
CASH RESOURCES IN CALENDAR 1975 BY R. O. 40 MILLION (DOLS 
1 17 MILLION). THERE WOULD STILL BE DEFICIT OF R.O. 60 MILLION 
(DOLS 175 MILLION) THIS YEAR, HOWEVER. ON THE REVENUE SIDE, 

HE SAID FINANCE COUNCIL HAS SUCCEEDED IN FINDING MEDIUM 
TERM FOREIGN FINANCING TO REPLACE A GOOD MANY OF THE 3-MONTH 
CREDITS ON WHICH THERE HAD BEEN OVER-RELIANCE UP TO NOW. 

SOURCES OUTHIS NEW FINANCING NOT DIVULGED. 

3. ZAWAWI ADDED THAT WHILE CONSIDERATION GIVEN TO ALL 
RECOMMENDATIONS IN BRITISH BANKERS' REPORT, THIS IS NOT TO 
SAY SULTAN AND OMANGOV HAVE DONE EVERYTHING REPORT SUGGESTED. 
NONETHELESS, THEY FEEL GREAT DEAL HAS BEEN ACCOMPLISHED. 

FOR ONE THING, U.S. AUDITING 
FIRM OF ARTHUR ANDERSON HAS BEEN 

CONTRACTED TO PROVIDE PERMANENT TECHNICAL ASSISTANCE WITHIN 
OMANI DEPARTMENT OF FINANCE, WHICH SHOULD ASSURE BETTER 
FINANCIAL COORDINATION AND BUDGET PLANNING IN FUTURE. ASKED 
ABOUT TIMING OF THEIR ARRIVAL, ZAWAWI REPLIED THAT FINANCE 
COUNCIL STAFF DIRECTOR SHARIF LUTFI IS WORKING THIS OUT 
WITH ANDERSON’S HOME 

OFFICE. HE STATED THAT WHILE OVERHAUL 

OF CIVIL COMMITMENTS HAS WORKED OUT WELL, LESS HAS BEEN 
ACHIEVED ON MILITARY SIDE; SAID MANY MILITARY CONTRACTS SEEM 
TO BE LESS LELL DOCUMENTED AND COUNCIL HAS FOUND 
DIFFICULTY 

IN BRINGING FACTS TO LIGHT. (HIS UNSPOKEN IMPLICATION WAS 
THAT BRITISH EXPATRIATS AND OTHERS IN DEFENSE MINISTRY AND 
SAF ITSELF HAVE MANAGED TO LEAVE FEW TRACKS BY WHICH HIS OWN 
COUNCIL CAN BEGIN TO SORT OUT IUST WHAT GOODS AND SERVICES ARE 
ON ORDER AND HOW IT CAN GET A GRIP ON THIS EXPENDITURE.) 

3. AMBASSADOR ASKED IF, 

NOW THAT THIS MEASURE OF PROGRESS HAS 

BEEN ACHIEVED, OMAN WILL SOON BE ANNOUNCING ITS CALENDAR 1975 
BUDGET. EDWAWI REPLIED GOVT WAS LIKELY ONLY TO RELEASE FINAL 
ACTUAL BUDGET FIGURES ONCE YEAR IS CONCLUDED. 
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4. ZAWAWI DWELT BRIEFLY BUT CAUSTICALLY ON OMAN'S DISPLEASURE 
WITH SOME RECENT PIECES IN AMERICAN PRESS WHICH, THOUGH 
WRITTEN BY JOURNALISTS WHO HOVE BEEN WELCOMED AND ASSISTED 
IN OMAN, NONETHELESS HAVE CONTAINED MISINFORMATION. HE SINGLED 
OUT APRIL 1 1 HERALD TRIBUNE ARTICLE BY HOAGLAND, OF WASH. 

POST, LATER CARRIED IN APRIL 20 POST, SAYING IT FALSELY ACCUSED 
SULTAN HIMSELF OF PUTTING UP MONEY TO BUY LUXURY LINER FOR 
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FLOATING HOTEL PURPOSES IN MUSCAT, AND ERRONEOUSLY CREDITED 
OMAN WITH HAVING DOLS 200 MILLION IN FX RESERVES. TRUTH IS. 

SAID ZAWAWI, THAT FLOATING HOTEL BUSINESS IS STRICTLY PRIVATE 
SECTOR INITIATIVE, AND THAT OMAN WISHES IT HAD EVEN HALF 
AS MUCH FX RESERVES AS HOAGLAND ALLEGES. 

5. COMMENT. CONTENTS OF ZAWAWI'S BRIEFING, WHICH AS FAR AS 
THEY GO ARE CONSISTENT WITH STATE OF AFFAIRS REPORTED REFTEL, 

ARE IN THEMSELVES LESS INTERESTING THAN QUESTON OF WHY OMANIS 
DECIDED TO TELL US THIS OFFICIALLY JUST NOW. MIGHT BE THEY 
SIMPLY WISHED TO APPRISE AMBASSADOR BEFORE HIS IMMINENT DE- 
PARTURE ON CONSULTATION/LEAVE OF BETTER GRIP THEY ARE NOW 
ATTAINING ON MONEY MATTERS. OR THAT SULTAN HIMSELF, REFLECTING 
ON AMBASSADOR'S MAY 5 AUDIENCE (MUSCAT 531) REALIZED HE HAD 
REFERRED TO COUNTRY'S NEED FOR FUNDS BUT MADE NO MENTION OF 
"SELF-HELP" MEASURES IT IS UNDERTAKING. OR PERHAPS THAT SOME- 
HOW THEY SURMISED EMBASSY IS SKEPTICAL THAT GOVT IS BEING 
FERVENT ENOUGH ABOUT ITS RETRENCHING EFFORT, AND THAT WE NEEDED 
SOME EDUCATION WHICH JUST MIGHT, IN TIME, SPILL OVER INTO AMERICAN 
PRESS. TAKE YOUR CHOICE. 

WOLLE 
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